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REPLY COMMENTS OF SOUTHWESTERN BELL TELEPHONE COMPANY,
PACIFIC BELL, AND NEVADA BELL ON ALTERNATIVE METHODOLOGIES

Southwestern Bell Telephone Company, Pacific Bell, and Nevada Bell (collectively, the

"SBC LECs") provide these Reply Comments with respect to the Public Norice, DA 98-715, and

the conunents received on alternative methods ofdetezmining high-rosr universal service

support. I

Various parties have proposed that the intrastate universal service costs currently

recovered in the interstate jurisdiction (through the Part 36 high-cost funding mechanism) should

be rontinued when the new mechanism is put into place on January 1, 1999.2 Those intrastate

I By filing these Reply Comments, none of the SBC LEes or any affiliate waives,
prejudices, or otherwise adversely affects any appeal or other recourse from any Commission or
State proceeding or action. including the Federal-State Joint Board on Universal Service, CC
Docket No. 96-45, 12 FCC Red 8776 ("Universal Service Order").

2 See BellSouth proposal fIled April 27, 1998, Attachment 1, pp. 1.2; GTE proposal filed
April 27, 1998,pp.28,29.
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costs are included in the calculation of interstate access rares, and are thus built into the existing

interstate long distance prices. The sac LECs agree with the suggestion that the current level of

assistance to intrastate cost recovery provided by the existing interstate Part 36 mechanism

should be maintained for the same public policy reasons for which it was originally adopted. To

suddenly shift recovery responsibility to the intrastate jurisdiction would place an unreasonable

burden on State commissions and intrastate prices. But perhaps more importantly, ifrecovery

was shifted to the intrastate jurisdiction, it would result in an effective price increase for end-

users ifinterexcbange carriers ("IXes") follow fonn, and not reduce their interstate toll minute-

of-use ("MOUj prices in response to the interstate access reductions. That form has certainly

been demonstrated in the case ofIXC recovery of their universal service contributions and

presubscribed interexchange carrier charges ("PICCs"). IXes have imposed new surcharges on

end-users Mthout a corresponding reduction in MOV charges even though the MOU charges

were already recovering equivalent interstate access costs.

To maintain the same level ofuniversal service funding, the jurisdictional responsibility

for funding support should be calculated by identifying the amount ofexisting implicit and

explicit support currently recovered by interstate mechanisms as BellSouth suggests. The total

amount of universal service support should also be identified. This can be done by subtracting

intrastate basic local service revenues and interstate subscriber line charge ("SLC") revenues

(these revenues are generated by prices charged for service which meets the FCC definition of

"universal service") from the total actual costs of providing universal service. The FCC should
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maintain the jurisdictional relationship that currently exists between its intersr.are funding amount

and the total amount of universal service support.

Some parties have suggested that the new federal universal service funding mechanism

should recover intrastate universal service costs above and beyond those that are recovered

through the existing Part 36 high-cost funding mechanism.) Costs are currently assigned to the

interstate and intrastate jurisdictions based upon the Part 36 separations process. The

Communications Act of 1934, as amended, has established a dual jurisdictional structure that

separates responsibility for pricing and cost recovery matters between the FCC and State,

commissions. The level of intrastate costs currently recovered through the Part 36 funding

mechanism was agreed to in a Joint Board (with statutory state and federal representation)

recommendation.

Before any such proposal could be adopted, it should be addressed by a new Joint Board

proceeding, with any decision implemented no later than July 1999. There are numerous issues

that would need to be addressed. For example, the Joint Board must need to address the extent

to which a legitimate public policy reason exists that assigns additional intrastate recovery to the

interstate jurisdiction. The States have recovery responsibility for these costs now, and it is not

clear why that should change regardless of whether the universal service cost level and structure

in a State.

The SBC LECs believe that the issue ofaffordability would be a very appropriate, if not

3 See, e.g., BeIlSouth Comments filed May 15, 1998, pp. 3, 4, Attachment I; US WEST's
Comments filed May 15, 1998, pp. 6-8.
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indispensable. issue that the Joint Board would need to address. The Joint Board should first

establish an affordability-based revenue benchmark which can be used to identify universal

service charges that would be unaffordable. Using an affordability-based. revenue benchmark

and price rebalancing will ensure that end-users who can afford to pay for their universal service

actually do so before customers in other geographic areas (inside and perhaps outside the State)

are required to subsidize the service. As part of their June 1, 1998, comments on cost proxy

model inputs. the SBC LEes will propose an orderly transition to an affordability-based revenue

benchmark, and that deserves further Joint Board deliberations.,

The Joint Board should also address the recovery aspect ofany additional intrastate

universal service funding that may be assigned to the new federal mechanism under the new

proposals. The SBC LECs cannot agree thar any additional intrastate costs allocated to the

interstate jurisdiction should be recovered in interstate access raIeS. How those costs would be

recovered outside ofaccess rates would need to be addressed by a Joint Board, but has not to

date.

BellSouth also suggests that since the federal mechanism should recover additional

intrastate costs, it should also follow that the base for the calculating funding contributions
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should be based upon interstate as well as end-user retail revenues. Once ag~ this approach

and any change of this nature is more appropriate for consideration by a new Joint Board

proceeding.

Respectfully submitted.,

SOUTHWESTERN BELL TELEPHONE COMPANY
PACIFIC BELL
NEVADA BELL

,,

One Bell Plaza, Room 3703
Dallas, Texas 75202
(214) 464-4244

Their Attorneys

May 29,1998
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I, Mary Ann Morris, hereby certify that the foregoing, "REPLY COMMENTS OF

SOUTHWESTERN BELL TELEPHONE COMPANY, PACIFIC BELL, AND

NEVADA BELL ON ALTERNATIVE METHODOLOGIES," in CC Docket Nos. 96-45

and 97-160 have been filed this 29th day of May, 1998 to the Parties of Record.

Mary Ann Morris

May 29,1998



THE HONORABLE SUSAN NESS CHAIR
COMMISSIONER
FEDERAL COMMUNICATION COMMISSION
1919 M STREETNW RM 832
WASHINGTON DC 20554

THE HONORABLE GLORIA TRISTANI
COMMISSIONER
FEDERAL COMMUNICATIONS COMMISSION
1919 M STREET NW RM 826
WASHINGTON DC 20554

THE HONORABLE DAVID BAKER
COMMISSIONER
GEORGIA PUBLIC SERVICE COMMISSION
244 WASHINGTON ST SW
ATLANTA GA 30334-5701

THE HONORABLE PATRICK H WOOD III
CHAIRMAN
TEXAS PUBLIC UTILITY COMMISSION
1701 NORTH CONGRESS AVE
AUSTIN TX 78701

DEONNE BRUNING
NEBRASKA PUBLIC SERVICE COMMISSION
300 THE ATRIUM 1200 N STREET
POBOX 94927
LINCON NE 68509-4927

THE HONORABLE HAROLD FURCHTGOTT-ROTH
COMMISSIONER
FEDERAL COMMUNICATIONS COMMISSION
1919 M STREET NW ROOM 802
WASHINGTON DC 20554

THE HONORABLE JULIA JOHNSON STATE CHAIR
CHAIRMAN
FLORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BLVD
GERALD GUNTER BUILDING
TALLAHASSEE FL 32399-0850

THE HONORABLE LASKA SCHOENFELDER
COMMISSIONER
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION
STATE CAPITOL 500 EAST CAPITOL STREET
PIERRE SD 57501-5070

MARTHA S HOGERTY
MISSOURI OFFICE OF PUBLIC COUNCIL
301 WEST HIGH STREET STE 250
TRUMAN BUILDING
JEFFERSON CITY MO 65102

CHARLES BOLLE
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION
STATE CAPITOL 500 EAST CAPITOL ST
PIERRE SD 57501-5070



JAMES CASSERLY
FEDERAL COMMUNICATIONS COMMISSION
COMMISSIONER NESS'S OFFICE
1919 M STREET NW ROOM 832
WASHINGTON DC 20554

ANN DEAN
MARYLAND SERVICE PUBLIC COMMISSION
16TH FLOOR 6 SAINT PAUL STREET
BALTIMORE MD 21202-6806

IRENE FLANNERY
FEDERAL STAFF CHAIR
FEDERAL COMMUNICATIONS COMMISSION
ACCOUNTING AND AUDITS DIVISION
UNIVERSAL SERVICE BRANCH
2100 M STREET NW ROOM 8922
WASHINGTON DC 20554

LORI KENYON
ALASKA PUBLIC UTILITIES COMMISSION
1016 WEST SIXTH AVENUE STE 400
ANCHORAGE AK 99501

SANDRA MAKEEF
IOWA UTILITIES BOARD
LUCAS STATE OFFICE BUILDING
DES MOINES IA 50319

ROWLAND CURRY
TEXAS PUBLIC UTILITY COMMISSION
1701 NORTH CONGRESS AVENUE
POBOX 13326
AUSTIN TX 78701

BRIDGET DUFF
STATE STAFF CHAIR
FLORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BLVD.
TALLAHASSEE FL 32399-0866

PAUL GALLANT
FEDERAL COMMUNICATIONS COMMISSION
COMMISSIONER TRISTANI'S OFFICE
1919 M STREET NW ROOM 826
WASHINGTON DC 20554

MARK LONG
FLORIDA PUBLIC SERVICE COMMISSION
2540 SHUMARD OAK BLVD.
TALLAHASSEE FL 32399-0866

KEVIN MARTIN
FEDERAL COMMUNICATIONS COMMISSION
COMMISSIONER FURCHTGOTT-ROTH'S OFFICE
1919 M STREETNW ROOM 802
WASHINGTON DC 20554



PHILIP F MCCLELLAND
PENNSYLVANIA OFFICE OF CONSUMER
ADVOCATE
1425 STRAWBERRY SQUARE
HARRISBURG PA 17120

JAMES BRADFORD RAMSEY
NATIONAL ASSOCIATION OF REGULATORY
UTILITY COMMISSIONERS
II 00 PENNSYLVANIA AVE NW
PO. BOX 684
WASHINGTON DC 20044-0684

TIANE SOMMER
GEORGIA PUBLIC SERVICE COMMISSION
244 WASHINGTON ST SW
ATLANTA GA 30334-5701

INTERNATIONAL TRANSCRIPTION SERVICE
1231 20TH ST NW
WASHINGTON DC 20037

M ROBERT SUTHERLAND
RICHARD M SBARATTA
BELLSOUTH CORPORATION
1155 PEACHTREE ST NE STE 1700
ATLANTA GA 30309-3610

BARRY PAYNE
INDIANA OFFICE OF THE CONSUMER COUNSEL
100 NORTH SENATE AVE ROOM N501
INDIANAPOLIS IN 46204-2208

BRIAN ROBERTS
CALIFORNIA PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE
SAN FRANCISCO CA 94102

SHERYL TODD (plus 8 copies)
FEDERAL COMMUNICATIONS COMMISSION
ACCOUNTING AND AUDITS DIVISION
UNIVERSAL SERVICE BRANCH
2100 M STREET NW ROOM 8611
WASHINGTON DC 20554

PAUL A BULLIS
CHIEF COUNSEL
MAUREEN A SCOTT
ARIZONA CORPORATION COMMISSION
1200 WEST WASHINGTON ST
PHOENIX AZ 85007

GAIL L POLIVY
GTE SERVICE CORPORATION
1850 M STREET NW STE 1200
WASHINGTON DC 20036



ANTHONY M MARQUEZ
FIRST ASSISTANT ATTORNEY GENERAL
OFFICE OF THE ATTORNEY GENERAL
1525 SHERMAN ST 6TH FLOOR
DENVER CO 80203

JAY C KEITHLEY
SPRINT CORPORATION
1850 M STREET NW 11 TH FLOOR
WASHINGTON DC 20036-5807

BRIAN CONBOY
THOMAS JONES
WILLKIE FARR & GALLAGHER
ATTORNEYS FOR TIME WARNER
COMMUNICATIONS HOLDINGS INC.

THREE LAFAYETTE CENTRE
1155 21ST ST NW
WASHINGTON DC 20036

LYNDALDORR
SECRETARY TO THE COMMISSION
PUBLIC SERVICE COMMISSION OF WISCONSIN
610 NORTH WHITNEY WAY
POBOX 7854
MADISON WI 53707-7854

THOMAS L WELCH
CO-CHAIR
AD HOC WORKING GROUP
MAINE PUBLIC UTILITIES COMMISSION
STATE HOUSE STATION 18
242 STATE STREET
AUGUSTA ME 04333

BRUCE SCHOONOVER
EXECUTIVE VICE PRESIDENT
JOHN STAURULAKIS INC
6315 SEABROOK ROAD
SEABROOK MD 20706

JOE D EDGE
TINA M PIDGEON
DRINKER BIDDLE & REATH LLP
COUNSEL FOR PUERTO RICO TELEPHONE CO.
901 15TH ST NW STE 900
WASHINGTON DC 20005

ROBERT B MCKENNA
JOHN L TRAYLOR
U S WEST COMMUNICATIONS INC.
1020 19TH STNW
WASHINGTON DC 20036

JAMES RAMSAY
POBOX684
WASHINGTON DC 20044-0684

THOMAS J DUNLEAVY
CO-CHAIR
AD HOC WORKING GROUP
NEW YORK CITY DEPARTMENT OF
TELECOMMUNICATIONS AND ENERGY

75 PARK PLACE 6TH FLOOR
NEW YORK NY 10007



CMUNNS
~LJ.,..r"LJ COUNSEL

UTILITIES BOARD
STREET

DES MOINES IA 50319

PETER BLUHM
112 STATE STRET
DRAWER 20
MONTPELIER VT 05620-2701

STEVE HAMULA
WEST VIRGINIA PUBLIC SERVICE COMMISSION
201 BROOKS STREET
CHARLESTON WV 25323

GARY WALSH
THE SOUTH CAROLINA PUBLIC SERVICE
COMMISSION
POBOX 11649
COLUMBIA SC 29203

MARGOT SMILEY HUMPHREY
KOTEEN & NAFTALIN
COUNSEL FOR TDS TELECOMMUNICATIONS
CORPORAnON & RURAL TELEPHONE
COALITION
1150 CONNECTICUT AVE NW STE 1000
WASHINGTON DC 20036

STEVEN T NOURSE
ASSISTANT ATTORNEY GENERAL
PUBLIC UTILITIES SECTION
180 EAST BROAD STREET
COLUMBUS OH 43215-3793

KATHY D SMITH
ACTING CHIEF COUNSEL
UNITED STATES DEPARTMENT OF COMMERCE
NATIONAL TELECOMMUNICAnONS AND
INFORMATION ADMINISTRATION
WASHINGTON DC 20230

SAMUEL LOUDENSLAGER
ARKANSAS PUBLIC SERVICE COMMISSION
1000 CENTER STREET
PO BOX 400
LITTLE ROCK AR 72203-0400

BARCLAY JACKSON
NEW HAMPSHIRE PUBLIC UTILITIES
COMMISSION
8 OLD SUNCOOK ROAD
CONCORD NH 03301

L MARIE GUILLORY
NTCA
2626 PENNSYLVANIA AVE NW
WASHINGTON DC 20037



LISA MZAINA
OPASTCO
21 DUPONT CIRCLE NW
SUITE 700
WASHINGTON DC 20036

JOSEPH K WITMER
ASSISTANT COUNSEL
PAPUC LAW BUREAU
POBOX 3265
HARRISBURG PA 17105-3265

LINDA KENT
UNITED STATES TELEPHONE ASSOCIATION
1401 H STREETNW SUITE 600
WASHINGTON DC 20554

RICHARD M TETTELBAUM
CITIZENS COMMUNICATIONS
1400 16TH STREET NW STE 500
WASHINGTON DC 20036

RONALD J BINZ
PRESIDENT
COMPETITION POLICY INSTITUTE
1156 15TH ST NW STE 520
WASHINGTON DC 20005

LAWRENCE G MALONE
GENERAL COUNSEL
STATE OF NEW YORK DEPARTMENT OF PUBLIC
SERVICE

THREE EMPIRE STATE PLAZA
ALBANY NJ 12223-1350

SUSAN STEVENS MILLER
ASSISTANT GENERAL COUNSEL
PUBLIC SERVICE COMMISSION
WILLIAM DONALD SCHAEFER TOWER
6 ST PAUL STREET
BALTIMORE MD 21202-6806

BENJAMIN H DICKENS
BLOOSTON MORDKOFSKY JACKSON &
DICKENS

COUNSEL FOR
THE WESTERN ALLIANCE
2120 L STREET NW
WASHINGTON DC 20037

EMILY M WILLIAMS
ASSOCIATION FOR LOCAL
TELECOMMUNICATIONS SERVICES
888 17TH ST NW STE 900
WASHINGTON DC 20006

DAVID A IRWIN
IRWIN CAMPBELL & TANNENWALD PC
COUNSEL FOR ITCs INC
1730 RHODE ISLAND AVE NW STE 200
WASHINGTON DC 20036-3101



"U.....L.ul"\...lvn. M JOYCE
&JACOBS

COUNSEL FOR CELPAGE INC
1019 19TH STNW
FOURTEENTH FLOOR - PH2
WASHINGTON DC 20036

JEFFREY F BECK - BECK & ACKERMAN
COUNSEL FOR EVANS TELEPHONE HUMBOLDT
TELEPHONE KERMAN TELEPHONE OREGON­
IDAHO UTILITIES PINNACLES TELEPHONE CO
THE SISKIYOU TELEPHONE COMPANY THE
VOLCANO TELEPHONE COMPANY
FOUR EMBARCADERO CTR STE 760
SAN FRANCISCO CA 94111

EMILY C HEWITT
GENERAL COUNSEL
GENERAL SERVICES ADMINISTRATION
1800 F STREET NW ROOM 4002
WASHINGTON DC 20405

ARNALDO A MIGNUCCI-GIANNONI
LEONARD MIGNUCCI & PEREZ-GIUSTI
ASSOCIATION OF COMPETITIVE
TELECOMMUNICATION PROVIDERS

33 BOLIVIA STREET STE 530
HATO REY PUERTO RICO 00917

RICHARD A ASKOFF
NATIONAL EXCHANGE CARRIER
ASSOCIATION INC
100 SOUTH JEFFERSON ROAD
WHIPPANY NJ 07981

EDWARD SHAKIN
BELL ATLANTIC TELEPHONE COMPANIES
1320 NORTH COURT HOUSE ROAD
EIGHTH FLOOR
ARLINGTON VA 22201

SAMUEL E EBBESEN
CHIEF EXECUTIVE OFFICER
VIRGIN ISLANDS TELEPHONE CORPORATION
POBOX 6100
STTHOMAS
US VIRGIN ISLANDS 00801-6100

MICHAEL S PABIAN
COUNSEL FOR AMERITECH
2000 WEST AMERITECH CENTER DRIVE
ROOM4H82
HOFFMAN ESTATES IL 60196-1025

JUDY WALSH
COMMISSIONER
PUBLIC UTILITY COMMISSION OF TEXAS
1701 N CONGRESS AVENUE
POBOX 13326
AUSTIN TX 78711-3326

CHUCK GOLDFARD
MCI
1801 PENNSYLVANIA AVENW
WASHINGTON DC 20006



PETER ARTH JR
PEOPLE OF THE STATE OF CALIFORNIA
AND THE PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE
SAN FRANCISCO CA 94102

MARK C ROSENBLUM
PETER H JACOBY
AT&T
295 NORTH MAPLE AVENUE
BASKING RIDGE NJ 07920

MITCHELL F BRECHER
FLEISCHMAN AND WALSH LLP
COUNSEL FOR OPERATOR COMMUNICAnONS
INC D/B/A ONCOR COMMUNICATIONS INC
1400 SIXTEENTH STREET NW
WASHINGTON DC 20036


